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(5) 25 years in Canada 


In December 1978, BP completed a 
quarter-century in the Canadian oil 
industry. It began with a $5 million. . 
investment in the Calgary-based 
exploration and production firm of 


Triad Oil; now, with assets exceed- | 


ing $700 million, BP Canada ranks 
as the fifth largest integrated petro-. 
leum company in the country. 


During those 25 years, BP has: 


Increased its production of crude 
oil to over 20,000 barrels per day. 


Built natural gas production from 
zero to some 110 million cubic feet 
per day. ~ 


Extended its natural-resources inter- 
ests into coal, oil sands and 
minerals. 


Developed refining capacity of 
160,000 barrels per day in Quebec 
and Ontario. 


Created a marketing network selling 
more than a billion gallons of 
refined products annually. 


Established a work force of over 
4,000 employees and, indirectly, 
given employment to many thou- 
sands of other Canadians. 


More enduring than such statistics, 
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however, is the reputation for good | & 


corporate citizenship which BP 
Canada has earned through the 
efforts of its employees over the 
years. 

Entering a second quarter-cen- 
tury, BP Canada remains com- 
mitted to working to develop the 
country’s resources in the best 
interest of Canadians, meeting their — 
energy needs and contributing to 
their wellbeing. 
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The Company’s capital stock is listed for 
trading on the Montreal, Toronto and Van- 
couver stock exchanges. Cash dividends 
paid and the high and low prices of the 
Company’s common shares on the Toronto 
Stock Exchange for the last two years are 
shown in the table. 


The Annual and General Meeting of shareholders of BP 
Canada Limited will be held at 11:00 a.m., Friday, 27th 
April, 1979 in the Ritz-Carlton Hotel, Montreal. 


' Pour une. copie de ce rapport annuel en francais, 
veuillez 6crire au: 

Service des Affaires publiques 

BP Canada 

1245 ouest, rue Sherbrooke 

Montréal, Québec H3G 1G7 


Report to the 
Shareholders 


t the end of last year, BP cele- 
Aezies the twenty-fifth anniver- 

sary of its entry into the 
Canadian oil industry. Regrettably, 
however, the Company’s earnings 
did not quite rise to the occasion. 
After a poor start, net income for 
our Silver Jubilee year finally 
climbed to within $3 million of our 
record earnings in 1977. 

The decline in net income was 
concentrated entirely in our refining 
and marketing operations, where 
margins weakened in the face of 
strong competition stemming from 
the continuing surplus capacity in 
that sector. The pressure on mar- 
gins was particularly pronounced in 
the first half of the year; towards 
the end of the third quarter, how- 
ever, prices began to move to more 
satisfactory levels and this improve- 
ment has so far been maintained in 
1979. Even so, in December 1978 
prices were still below the levels per- 
mitted under the Anti-Inflation Pro- 
gramme, the shortfalls from permit- 
ted prices ranging from almost 2 
cents a gallon for regular gasoline 
to almost 5 cents a gallon for heavy 
fuel oil. 

Earnings in the exploration and 
production sector were slightly - 
higher than in 1977, with the 
increase in prices obtained for 
crude oil and natural gas more than 
offsetting the reduction in volumes 
produced. 

Last year was an eventful and dif- 
ficult one for the industry and for 
BP Canada, presenting challenges 
in all our many activities. That we 
emerged relatively unscathed, with 


successes Outweighing disappoint- 
ments, was in no small measure 
due to the energy and dedication 
which the Company’s employees 
applied to solving the many prob- 
lems we encountered. | thank all of 
them and, on your behalf, take this | 
opportunity to express the Com- 
pany’s sincere appreciation for their 
devotion and loyalty. 

On the world scene, after months 
of speculation, the Organization of 
Petroleum Exporting Countries 
(OPEC) announced in December 
that crude oil prices would be 
increased in stages in 1979, the net 
effect being a total increase of 14.5 
per cent during the course of the 
year. Already, however, because of 
the supply disruption caused by the 
revolution in Iran, prices for spot 
crude oil cargoes in world markets 
have increased as much as 50 per 
cent, and some crude oil producing 
countries have responded by rais- 
ing their official prices beyond the 
levels set by OPEC in December. 

BP Canada, in common with all 
other customers of the BP Group, 
has had its offshore crude oil avail- 
ability sharply reduced as a result 
of the Iranian situation. Fortunately, 
the Company has been able to 
make good the shortfall in the first 
quarter of 1979 by arranging to sup- 
ply western Canadian crude oil to 
northern-tier United States refiners 
in exchange for foreign crude oil to 
be delivered to Montreal Refinery. It 
is our hope that, to the extent nec- 
essary, similar arrangements can 
be made to cover the anticipated 
shortfall in our crude oil supplies to 
Montreal in the second quarter. 
Only about 11 per cent of BP Can- 
ada’s crude oil requirements are 
supplied by imports, all of which go 
to Montreal Refinery. 

The Iranian supply disruption has 
again concentrated attention on 
Canada’s energy situation, particu- 
larly on the question of security of 
supply. The main thrust of Cana- 
dian policy in this regard should 
continue to be the encouragement 
of energy conservation while at the 
same time ensuring that no imped- 
iments are placed in the way of 
developing Canada’s energy poten- 
tial to the full. One essential require- 
ment for the achievement of the lat- 
ter is to ensure that markets are 
available for new sources as they 
are discovered. This is particularly 
important in the case of natural 
gas, where exploration successes 
in recent years have established 


reserves well in excess of Canada’s 
medium-term domestic require- 
ments. 

Some of this ‘“‘surplus’’ gas can 
realistically be used in Canada, 
both by expanding existing markets 
and by extending the pipeline sys- 
tem somewhat further eastward in 
Quebec. However, as the National 
Energy Board has recently recog- 
nized, the opportunity also exists to 
increase exports of natural gas to 
the United States. BP Canada has 
dedicated some of its surplus gas 
to export applications by others. 

SO far, all the gas export pro- 
posals which have been announced 
relate to Alberta gas. In view of the 
relatively low level of surplus gas 
assessed by the National Energy 
Board to be available for export, it 
is to be hoped that proposals for 
the export of surplus British Colum- 
bia gas will soon be forthcoming. 
Your Company has developed large 
reserves of natural gas in the 
Monkman area of northeastern Brit- 
ish Columbia, which were recently 
added to by the new discovery at 
West Sukunka. Gas from this area 
is scheduled to begin flowing to 
markets within the province in 
November; overall, in British Colum- 
bia, the potential production from 
the reserves already established by 
industry is, we believe, sufficient to 
allow some exports of gas to the 
United States as well. 

Work continued throughout 1978 
at our Sukunka metallurgical coal 
property, also in the Monkman 
area. Engineering studies have 
been completed and the develop- 
ment plan will be ready by June, by 
which time BP will have invested 
some $45 million in the project. It is 
planned to develop the mine in two 
phases. In the first phase, produc- 
tion would begin in 1981 and capac- 
ity would build up to one million 
tons per annum of saleable coal by 
1983; during the second phase, out- 
put would increase to the full poten- 
tial of three million tons per annum 
of saleable coal by about 1987. 

The achievement of this schedule 
turns on a number of factors which 
are, to a considerable extent, out- 
side our control. Most important are 
the need to obtain firm purchase 
contracts for the coal—which, in 
turn, depends on a recovery in the 
world steel industry—and an early 
commitment by the British Colum- 
bia Railway to build a branch line to 
the mine site. Both objectives are 
being vigorously pursued at this time. 


Toward the end of 1978, we 
announced our first oil discovery in 
the West Pembina area of Alberta. 
The well, drilled in equal partner- 
ship with another company, flowed 
on test at a rate of 3,570 barrels per 
day of low-sulphur crude oil with a 
net oil pay considerably above the 
average for discoveries in the area. 

At the Annual and General Meet- 
ing you will be asked to approve 
changing the name of your Com- 
pany to BP Canada Inc., and its 
continuation under the Canada 
Business Corporations Act. BP Can- 
ada Limited is presently an Ontario 
corporation, while its principal oper- 
ating subsidiaries—BP Oil Limited 
and BP Exploration Canada Lim- 
ited—and a number of others are 
federally incorporated. Your Board 
of Directors feels it would be more 
appropriate for BP Canada, as the 
parent of these subsidiaries, to 
operate under the same juris- 
diction, and that, having regard to 
the national scope of the Com- 
pany’s activities, this should be the 
federal jurisdiction. The proposed 
change of name of the Company 
makes it acceptable in both the 
English and French languages. 

At the end of last year, 11,410 of 
the Company’s 5 per cent cumula- 
tive redeemable sinking fund prefer- 
erence shares were outstanding. 
Your Directors recently decided to 
redeem this small number of shares 
on March 26th, 1979 at $103 per 
share plus accrued dividend to the 
redemption date. 

Finally | would like to take this 
opportunity to express my apprecia- 
tion to the members of the Board of 
Directors for their services over the 
past year. This experienced and rep- 
resentative group has provided 
invaluable support and advice to 
the officers, not only at formal meet- 
ings of the Board and its several 
Committees, but also informally in 
private discussion. | am happy to 
be able to report that all Directors 
have consented to stand for re- 
election for the coming year. 


i 


D.F. Mitchell 
Chief Executive Officer 


March 15, 1979 


Exploration 
and Production 


A drilling rig on location at Cynthia in the 

West Pembina area of Alberta, where BP 

and a partner announced an oil discovery 
toward year end. 


nan active year, BP continued a 

successful oil and gas exploration 

and production programme; 
commissioned its Cold Lake pilot 
project for heavy oil production; 
undertook further development 
work for its first coal mine; and 
maintained an active mineral explor- 
ation programme. Some $53 mil- 
lion, representing about four-fifths 
of the Company’s capital expendi- 
tures in 1978, was devoted to natu- 
ral-resource exploration and 
production. 


Oil and Gas 

BP’s earnings from its oil and gas 
activities improved only slightly over 
1977, as the higher prices received 
were largely offset by a reduction in 
sales volumes and by higher oper- 
ating costs. 


In common with the rest of the 
industry, BP’s average gross pro- 
duction of crude oil and natural gas 
liquids declined, reflecting the gov- 
ernment’s progressive phasing-out 
of exports and a natural decline in 
production from some of the Com- 
pany’s fields. BP’s production was 
20,464 barrels per day compared to 
22,128 barrels per day in 1977. 

Natural gas production was also 
somewhat lower, at 109.5 million 
cubic feet per day against 122.7 mil- 
lion cubic feet in 1977. Purchasers 
were unable to accept all the gas 
they had contracted to buy. Some 
3.04 billion cubic feet of BP gas 
(equal to 8.6 million cubic feet per 
day) which had been contracted for 
sale on a ‘‘take-or-pay’’ basis was 
not taken by the purchasers. The 
Company received cash payments 
in the amount of $3.71 million in 
respect of this gas. Sulphur sales 
declined from 113,000 to 91,000 
tons, but the average price rose 
from $12.90 to $14.57 per ton. 

BP participated in the drilling of 
48 exploratory wells, which resulted 
in 19 gas discoveries and 3 oil dis- 
coveries; it also participated in 232 
development wells (including 7 ser- 
vice wells), which resulted in 183 
gas wells and 29 oil wells. The Com- 
pany also secured petroleum and 
natural gas rights on an additional 
26,947 net acres in Alberta and 
British Columbia. 


Alberta 

In the southern part of the province, 
at the Monogram unit where BP has 
a 33% per cent interest, 58 shallow 
wells were drilled to maintain exist- 

ing production and to increase gas 

capacity by four million cubic feet. 

At Grande Prairie in the Deep 
Basin area, where BP holds a 20 
per cent interest in 17 townships of 
leases, six exploratory wells were 
drilled during the year. Four of 
these established gas on drillstem 
test, with one well flowing at a rate 
of 29.7 million cubic feet per day. 
However, some of these wells, 
together with others drilled in 1977, 
require production evaluation to 
determine their commercial capabil- 
ity. Five additional exploratory wells 
were drilling in early 1979. 

Oil was discovered near year end 
by the Getty Pembina 1-34 explor- 
atory well (BP 50 per cent) in the 
Nisku Reef play at West Pembina. 
The well flowed on test at a rate of 
3,570 barrels per day of oil through 
a half-inch choke. In early 1979, 


three miles to the northeast, where 
BP also has a 50 per cent interest. 
Seismic activity is continuing and it 
is expected that additional drilling 
will be undertaken in 1979. BP 
holds interests varying from 50 to 
100 per cent in 10,398 acres in this 
area. 

Some 100 miles due east of 
Calgary, in the Hutton area, 20 gas 
development wells were completed 
by BP in the Medicine Hat gas zone 
(in which the Company’s interests 
vary from 17.5 to 25 per cent). In 
addition to that programme, 13 
deeper wells were drilled, of which 
one found oil, seven found deeper- 
zone gas and three were plugged 
back to the Medicine Hat gas zone 
for future completion. 

In the Belly River ‘M’ unit in the 
Pembina area, where BP has a 39.4 
per cent interest, six infill wells were 
drilled, of which two were water 
injection wells and four oil produc- 
ers. The results were encouraging 
and an eight-well programme is 
being undertaken in 1979. 


British Columbia 

In the Monkman Foothills area, 
three wells were drilled. Twenty 
miles southeast of the Bullmoose 
gas field, BP et al Murray River 
d-48-1, an earning exploratory well 
drilled on a farmout, was a gas dis- 
covery. On production test, the well 
flowed 19 million cubic feet per day 
from the Upper Triassic. BP’s inter- 
est is 25 per cent. The BP AEG 
West Sukunka c-45-J exploratory 
well, in which the Company holds a 


exploratory drilling was under way if 


This “‘heater-treater’’ at BP’s heavy oil pilot 
plant near Cold Lake, Alberta, separates oil 
from water after both have been produced 
from underground oil sands. 


enna et cea we 


This ducting carries fresh air into BP’s coal 
workings near Chetwynd, British Columbia. 
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50 per cent interest, was also a gas 
discovery and flowed on drillstem 
test from the Upper Triassic at the 
rate of 20 million cubic feet per day. 
The well is located six miles west of 
the Sukunka gas field. Preliminary 
samples indicated an acid gas con- 
tent of about 17 per cent — lower 
than that in nearby fields. The BP 
AEG Bullmoose a-22-E well (BP 80 
per cent), a five-mile southern step- 
out on the Bullmoose structure, 
was unsuccessful. An exploratory 
well, Quasar et al Quintette 

a-89-E, which will earn BP a 25 per 
cent interest in a 41,218-acre per- 
mit, was still drilling in March 1979 
six miles southeast of the Murray 
River gas discovery. 

In the Pouce Coupé area, the BP 
et al Doe Creek 11-1 exploratory 
well (BP 50 per cent) was a gas dis- 
covery. Some 200 gross feet of 
Wabamun gas pay and a thin Blue- 
sky gas pay zone are present. Pro- 
duction tests of the Wabamun zone 
indicate that the well is capable of 
sustained production at the rate of 
1.2 million cubic feet per day. 


Frontier Areas 

In the Bent Horn area on Cameron 
Island in the Arctic, where BP holds 
a 3.3 per cent interest, Panarctic 
drilled an unsuccessful deep explor- 
atory well, Panarctic et al Bent Horn 
A57, some two miles north of an oil 
discovery in the Devonian carbonates. 
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Total petroleum & 
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107,773 
620,810 


29,248,990 


December 31, 1977 


Reserves (gross before royalty) Oil and 
natural gas Natural gas 
liquids. (billion 
(barrels) | cubic feet) 
Proven reserves at December 31, 1977 ....... 84,019,600 1,089.825 
Add: . 

Discoveries and extensions............0...6.006 3,143,900 20.019 

Net revisions to existing reserves ............. 624 ,000 —11.734 
3,767,900 13.585 
Less: 

ProoucHOn Guring 1978. 3s 7,469,600 39.980 
Proven reserves at December 31, 1978 ..... 80,317,900 1063.430 
Location of reserves by province: 

PCA ge 65,093,600 702.090 

Peete CWA. ete 13,503,000 2.445 

Bete COmMbie a. : 1,721,300 358.895 
Gross sales — Summary of drilling Gas Dry 
natural gas a olf 
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a Exploratory wells 
oe . Working Interest........ 9. 14 
PUSOO 2. : 30.5 ao 
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aS 3 Development wells 
Sullivan Lake ....... Spe ee inferest........ 165 8 
Cessiord. 0. a oo : 
Harmattan Elkton 23 (interest retained) .. 18 S 
Bells SOU... 1.8 
Kayood South......... 22 
Kaybob Notikewin... 2.1 
OKOIOKS 2.1 
bast Calgary .......... a 3.6 
GOI DO Bf... a. 1.6 
OMS a. 16.1 
jotal Alperta......t 95.5 
Other provinces... ice (This table excludes 
Total all areas........ 122.7 7 service wells) 
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The Company did not contribute 
to the cost of this well, which 
Panarctic announced would be its 
last attempt to extend the field. 

Two wells in which BP has a 
small interest were drilled in the 
Drake Point gas field. One is a gas 
well and the other, in which BP did 
not participate, proved dry and was 
abandoned. 

In early 1979, a 9,500-foot explor- 
atory well, Phillips Aquitaine et al 
Hazen F54, was spudded on the 
Hazen Strait permits in the Sver- 
drup Basin. The well is drilling in 
800 feet of water from an ice plat- 
form. BP has a 6.2 per cent interest 
in this 931,000-acre block, which 
lies northwest of the Hecla gas field 
and is adjacent to the recent Roche 
Point gas condensate discovery. 

In the Labrador Sea, the group 
for which BP is operator (BP 60 per 
cent, which will reduce to 45 per 
cent when Petro-Canada earns its 
15 per cent interest) completed a 
seismic programme and submitted 
a successful application for 15 New- 
foundland provincial permits. These 
permits total some 4.8 million acres 
and lie within the 13-million acre 
area covered by existing federal per- 
mits. An exploratory well will prob- 
ably be drilled in this area during 
the summer of 1979. 


Non-Conventional Crude 

The heavy-oil pilot plant at Marguer- 
ite Lake, in the Cold Lake region of 
northeastern Alberta, began oper- 
ating in June and the first oil was 
produced the following month. 
Some of the pilot production is 
used as fuel to generate steam for 
the project; the remainder is sold 
for refining. Initial production 
results have met BP’s expectations. 


Coal 

Activities continued throughout 
1978 at the Sukunka coal project 
south of Chetwynd, in northeast 
British Columbia. These included 
underground test-mining, surface 
geological mapping and exploration 
drilling. Mine engineering studies 
are nearing completion and the 
British Columbia Railway is well 
advanced in its feasibility study for 
a rail connection to the mine site 
from Chetwynd. 

The current plan is to develop the 
mine in two phases. Phase | will 
have an initial capacity to produce 
one million tons per annum of 
saleable coal, with production 
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Gross reserves — crude oil and gas 
liquids (millions of barrels) 


107.2 4994 


Expenditures on property, plant and 
research (millions of dollars) 
Includes contributions by others to earn 
an interest in Labrador Shelf acreage 
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commencing in late 1981; thereafter, 
the mine will be expanded to an ulti- 
mate capacity of about three million 
tons per annum. The timing of the 
second phase will depend on mar- 
ket conditions and development of 
the necessary infrastructure. It is 
anticipated that pre-development 


work will be sufficiently advanced 


by mid-1979 to enable the, decision 
to be taken at that time to proceed 
with Phase | development, which is 
estimated to cost in the region of 
$75 million. Key elements in this 
decision will be the status of sales 
negotiations and a commitment to 
construct the rail connection. 

The Company continued its 
exploration for thermal coal in 
western Canada. 


Minerals 

Mineral exploration was expanded 
during 1978, with increased empha- 
sis being placed on the search for 
uranium. Preliminary drilling was 
carried out on prospects at Hornby 
Bay-Lac Rouviére in the Northwest 
Territories, where the Company 
holds interests ranging from 45 to 
100 per cent. BP’s net mineral 
rights in this area amount to 
355,000 acres. 

Near Baker Lake, Northwest Terri- 
tories, BP acquired in early 1978 a 
100 per cent interest in 165,000 
permit acres. During the year the 
Company carried out airborne 
geophysical surveys of this acre- 
age, which is five miles northeast of 
a recently-announced uranium 
discovery. 

At Keane, Alberta, leases were 
obtained on 15,000 net acres on 
the western edge of the Athabasca 
Basin, which is undergoing intense 
uranium exploration and develop- 
ment in Saskatchewan. Additional 
prospective acreage is being 
acquired by farm-in. 

Work was also carried out on ura- 
nium and base metal prospects in 
British Columbia, Ontario and New- 
foundland, and geological program- 
mes commenced in the Yukon 
Territory. 

During 1979, an increasing 
amount of drill testing for uranium 
will be carried out in the Northwest 
Territories and Alberta. 


Supply and 
Refining 


ombined throughput at BP’s 
two refineries in 1978 aver- 

aged 112,800 barrels per 
day, equivalent to about 72 per 
cent of capacity. The decrease in 
throughput of some 15,000 barrels 
per day from the 1977 level was 
due mainly to the termination of an 
agreement to process for another 
company. 

On July 1, the government-con- 
trolled wellhead price for Alberta 
crude oil was increased by $1.00 
per barrel. A previously-agreed 
increase of a further $1.00, due to 
take effect on January 1, 1979, was 
postponed until July 1, 1979. 

Although the members of the 
Organization of Petroleum Export- 
ing Countries (OPEC) did not 
increase their crude oil prices in 
1978, the continuing decline in the 
value of the Canadian dollar meant 
that by the end of the year domes- 
tic crude oil was still being sold in 
central Canada at about $3.30 per 
barrel below the international price. 
In December 1978 OPEC announ- 
ced a series of increases in crude 
oil prices in 1979, starting with 
74 cents per barrel on January 
1. By October 1, the accumulated 
increase will amount to $1.84 per 
barrel or 14.5 per cent. Canadian 
importers of crude oil and petro- 
leum products continued to be 
compensated by the Federal 
Government for that portion of the 
. cost of the more-expensive foreign 
oil which they were not permitted to 
recover from the market. 

About four-fifths of the crude oil 
processed at Montreal Refinery in 


1978 was Canadian; the transporta- 
tion cost between Toronto and 
Montreal was paid by the Federal 
Government, thereby equalizing the 
cost of crude oil in the two centres. 
The crude oil processed at 
Montreal and Trafalgar Refineries 
included 20,000 barrels per day 
from the United States which was 
acquired in exchange for Canadian 
crude shipped to refiners in the 
United States Northern Tier. 

Energy consumption per barrel of 
crude oil processed was reduced 


by a further 3 per cent in 1978; con- 


tributing to this saving — and also 
to reduced hydrocarbon emissions 
into the air — was the installation, 
at Montreal Refinery, of new ‘floa- 
ting’ roofs on light oil storage tanks. 
This programme is being continued 
igh i eWASE 


Total crude oil processed _ 
(thousands of barrels per day) 


(128.2 427.7 


The Company received the 
Quebec Government's approval to 
proceed with installation of a water- 
effluent quality improvement system 
at Montreal Refinery. The system, 
patented by the BP Group, consists 
of sand filters, bio-filters and a new 
holding basin. 


Storage tanks at Montreal Refinery which 
were converted during the year by adding 
an internal ‘floating’ roof to reduce vapour 
emissions. The conversion programme, 
intended to conserve energy and further 
reduce atmospheric pollution, will continue 
through 1979. 


Marketing 


n the face of continued slow 

growth in demand for petroleum 

products, the Company again con- 
centrated on reducing costs in its 
marketing activities throughout 
Quebec and Ontario. 

The number of BP retail outlets 
was further reduced, to some 1,700 
at year end, but the proportion of 
self-service outlets was slightly 
higher than in 1977, reaching 13 
per cent of the total. The industry's 
gasoline sales through self-service 
outlets in the two provinces 
remained at about 40 per cent of 
the retail market. 

After reaching a low point during 
the summer months, margins on 
motor fuels were on a firming trend 
as the year ended. 

A new grade of gasoline, BP 
Super No-Lead, began replacing 
leaded premium gasoline in Novem- 
ber. Increasing numbers of cars 
require unleaded fuel, and a signifi- 
cant proportion of them demand a 
higher octane rating than is pro- 
vided by regular unleaded gasoline. 
The new product is formulated to 
meet the needs of these automo- 
biles, while still being acceptable to 
most of the older vehicles which 
had been using leaded premium. 
By year end, BP Super No-Lead 
was available at some 75 per cent 
of the Company’s retail outlets. 

Sales of BP petroleum products 
rose by 3 per cent, with notable 
increases in aviation fuels (44 per 
cent) and asphalt (17 per cent). 
The installation, at year end, of a 
new asphalt blender at Montreal 
Terminal enables a wider range of 


A BP videotaping crew films pump mainte- 
nance work for use in training marketing 
personnel. 


Throughout the year, BP refueled Air 
Canada planes at Toronto International 
Airport. 


Sales of gasoline 
(thousands of barrels per day) 


519 _ 50.2 


Sales of other products 
( thousands of barrels per day) 


26.4 
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Sales of middle distillates 
(thousands of barrels per day) 


De ee ee 


Tote: Oro C196 ISTy. 1978 


Total sales of petroleum products 
( thousands of barrels per day) 


111.0 


BP pioneered the use of mobile 200-gallon 
containers as a service to customers using 
large quantities of motor oil. 


viscosities to be offered. The sale of 
marine lubricants was expanded at 
Vancouver and ships’ bunkering 
was initiated on the West Coast. 

With the petroleum industry’s 
change to the metric system of mea- 
surement scheduled to take place 
during the years 1979 and 1980, 
BP’s marketing preparations were 
completed in 1978 and the retailing 
of gasoline in litres started in 
February 1979. 


Corporate Affairs 


n December, the twenty-fifth anni- 
 versar of BP’s entry into the 
Canadian oil industry was cele- 
brated with a Silver Jubilee edition 
of the employee magazine ‘‘Rendez 
vous’’, while BP Shield Inter- 
national, the BP Group’s house 
journal, published a special 
Canadian issue. In addition, an 
attractive ashtray was presented to 
employees, dealers, agents and 
other business associates of the 
Company to mark the occasion. 

The number of direct employees 
rose above 4,000 for the first time, 
with an increase in staff numbers in 
the western provinces more than 
offsetting a small reduction in east- 
ern Canada. 

A considerable number of 
improvements were announced to 
the Company’s Employee Benefit 
Programme, which came into effect 
at the beginning of 1979. Among 
the changes, employees now have 
the option of retiring on full pension 
at age 62, the Company’s contribu- 
tion to the Employees’ Savings Plan 
has been increased and the vesting 
period shortened, and a dental 
insurance scheme has been 
introduced. 

Within its corporate donations 
programme, BP continued to sup- 
port the United Appeal campaigns 
because of their effectiveness in 


A display was set up at Company locations 
to inform employees and visitors about 
PACE (Petroleum Association for Conserva- 
tion of the Canadian Environment), of 
which BP was a founding member. 


Company-sponsored French courses were 
given throughout the year at Montreal 
Refinery. 
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replacing a multiplicity of small, 
local fund-raising activities. About 
half of the total 1978 donations 
budget was allocated to health and 
welfare causes and United Appeals 
received more than half of that 
amount. 

In Quebec, the Company contin- 
ued the work required to meet the 
provisions of the Charter of the 
French Language, and in August 
obtained its provisional francisation 
certificate. 

BP films were in heavy demand 
throughout the year and were 
shown to more than 19,000 commu- 
nity groups. Many of the films were 
made available in British Columbia 
for the first time. 


Financial 
Review 


BP Canada Limited 


Consolidated net income for 1978 was $37.3 million or $1.77 per common share, a 
decrease of 7.5% from the comparative 1977 earnings of $40.3 million. 

As indicated in note 6 to the consolidated financial statements, the Company has in 
1978 adopted the recommendation of The Canadian Institute of Chartered Accountants 
related to accounting for capital leases other than leases pertaining to the right to 
explore for or exploit natural resources. The net after tax effect of this change was to 
reduce consolidated net income in 1978 by $288,000. 

The consolidated net income represents a rate of return on average capital 
employed of 8.0% compared to 9.3% in 1977. 

Revenue from gross sales and services was $842.3 million, an increase of 14.3% 
compared to $737.2 million in 1977. 

Expenses rose by 18.2% to $687.9 million, principally as a result of higher costs of 
purchased crude oil, the impact of inflation on expenses, increased provision for deple- 
tion and higher research and mineral exploration costs written off. Federal sales, 
excise, municipal and other taxes, royalties and provision for income taxes totalling 
$180.7 million, were down 2.8% from 1977; included in this figure are provincial royal- 
ties of $48.8 million, which increased by 9.2%. Direct taxes on petroleum products col- 
lected on behalf of provincial governments amounted to $139.8 million, an increase of 
$3.7 million over 1977. 

Capital expenditure in 1978 was $62.9 million, compared to $75.5 million in 1977. 
This expenditure included $0.3 million in 1978 and $0.9 million in 1977 expended by 
others to earn an interest in the Company's acreage on the Labrador Shelf. A break- 
down of this expenditure is as follows: 


Resource exploration & development............:. - 
Marketing. es Se Le 
POU ae : 


Included in the resource exploration and development expenditure in 1977 is $25 mil- 
lion paid for the acquisition of coal licences in northeastern British Columbia. 

In 1978, repayment of long term debt amounted to $10.1 million, $10.6 million was 
paid in dividends and provision for deferred income taxes was $11.6 million. a 

Funds derived from operations amounted to $81.3 million, a decrease of $3.2 million 
from 1977. These funds, together with other cash flow of $9.9 million, were sufficient 
to finance net capital expenditure, repayment of long term debt, dividend payments 
and an increase in net working capital of $9.4 million. 


iz 


The following supplementary information relates to the Company’s segments: 


19/7 


of dollars) 
Net sales & services 
Exploration & Production; as 
Refining & Marelng o8 0 ae, Cae 0 


Less; ae 
Crude oil sales from own production ......... ae 


Operating profit 
Exploration & Production. 
Refining & Marketing 23. a. 


Net corporate financial expense.................... 
Elimination of unrealised profit ie 
in GlOSING IVENIOIIES 2 2 


Income Defers INCOME 1axeS 0 et 
INCOMe 1aXeS 


Net income for the year... : | 


Depreciation, depletion, amortization 
and research & mineral exploration 
costs written off 


Exploration & Production... 30 a | 
Refining & Marketing... 0. ae an: 


Identifiable assets 


Exploration & Production |. 2 | $200.1 
Refining & Marketing. 0.0 a. 409.6 
Coalminuig... 8 29.3 
COMPOSI 8, 19.2 

| $658.2 


The impact of inflation cannot be adequately reflected in the Company’s financial state- 
ments which are prepared in accordance with generally accepted accounting prin- 
ciples on the historical cost basis. Thus the Consolidated Statement of Income reflects 
transactions at their historical costs, which in some cases differ significantly from cur- 
rent values. In order to better demonstrate the effects of inflation The Canadian 
Institute of Chartered Accountants promulgated guidelines for the effects of changes in 
the general purchasing power of money by restating historical cost financial state- 
ments using a single price index. Consolidated net income, restated on this basis, was 
$16.9 million or $0.80 per common share compared to $37.3 million or $1.77 per com- 
mon share as reported on the basis of historical cost. Similarly the return on average 
capital employed after restatement is computed at 3.0% as against 8.0% on an 
historical cost basis. 

As recorded in the Summary of Accounting Policies, the Company follows the “‘full 
cost’’ basis of accounting for its oil and gas activities. Had accounting been on the 
‘successful efforts’ basis it is estimated that consolidated net income for 1978 would 
have been reduced by approximately 11% and that retained earnings at the end of 
1978 would have been reduced by approximately 16%. 


funds derived from operations — 
ons of dollars) 
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summary 
of accounting 
policies 


BP Canada Limited 


The principal accounting policies of BP Canada Limited are as follows: 


Investment in subsidiary companies 

The consolidated financial statements include the accounts of subsidiary companies, 

all of which are wholly-owned. When a business is purchased, assets including good- 
will and liabilities are recorded at their fair values at the date of acquisition and depreci- 
ation, depletion and amortization from that date are based on these values. 


Property, plant and equipment; depreciation, amortization and depletion 


Refining, marketing and production assets 

Property, plant and equipment includes the cost of land and facilities, assets under Cap- 
ital leases based on the present value of the future net minimum lease payments and of 
significant improvements thereto. Generally, depreciation and amortization are pro- 
vided on assets on a straight line basis over their estimated useful lives which are as 
follows: 


Number of years 


Refining Marketing Production 


Owned assets: 


BUIGINGS =. 30 tO 50 10 to 20 

Tanks and pipelines... 4... 30 10 to 20 15 
EGUIDMIGM. 20 10 4 to l2 
Automotive CqUIDMenL........2... D 5 5 


Assets under capital leases: 


BuldindS. 10 to 20 
EquiIOMenM 4. 8... 5 fo 10 5 to 10 
Automotive equIOMent........................ 5 


Exploration and development costs 

The full cost method of accounting is used, whereby all costs related to the exploration 
for and the development of oil and gas reserves are capitalized, whether related to pro- 
ductive or non-productive properties. Proceeds received from the disposal of proper- 
ties are credited against the costs, and the net costs, except as noted below, are amor- 
tized by the composite unit of production method based on total estimated proven 
reserves. Separate cost centres have been established for the Arctic and East Coast 
offshore activities and costs accumulated in these cost centres are amortized on a 
straight line basis over the period during which industry activity in each area is 
expected to continue, presently estimated to be until 1984. 

Costs related to mineral exploration, excluding property acquisition costs which are 
amortized over the terms of the related leases, are charged to income in the year 
incurred. 

Coal mining development and property acquisition costs are capitalized during the 
pre-production phase. Amortization will begin at the commencement of commercial 
production. 


Research costs 

In 1976, the Company established a field project to produce heavy oil from the Com- 
pany’s deposits in Alberta, the capital cost of which is to be amortized on a Straight 
line basis over the project's planned ten year life. Other research costs are charged to 
income in the year incurred. 


Inventories 

Inventories of crude oil, refined products and merchandise are valued at the lower of 
cost (determined on a first-in first-out basis, which for manufactured refined products 
is based on the average cost of manufacture for the year) and net realizable value. 


Sales and services 
Sales and fuel taxes collected for the provincial governments have been excluded from 
sales and services revenue. 

The Company purchases large volumes of crude oil from other producers, and sells 
to other companies in the oil industry whatever of its own net production and pur- 
chases is not required for its own refineries. The Company’s practice is to apply crude 
oil sales to reduce crude oil purchases and thus exclude such transactions from both 
net sales and services and costs. The income statement, however, shows the Com- 
pany’s own production of crude oil at market value as a deduction from gross sales 
and services. 


Income taxes 

The Company provides for income taxes on the tax allocation basis of accounting 
under which the provision for income taxes is computed on the basis of income 
reported in the financial statements rather than that reported in the Company's tax 
returns. Taxes provided on income deferred for tax purposes by claiming deductions 
greater than the related charges in the accounts are reflected as deferred income 
taxes in the consolidated balance sheet. 


Foreign currency translation 

Amounts in currencies other than Canadian dollars have been translated as follows: 
Current assets and current liabilities — at the rate of exchange prevailing at the year 
end; long term debt — at the rate of exchange prevailing at the date the debt was 
incurred; revenues and expenses — at rates prevailing throughout the year. 


LS 


Consolidated 
Statement of 
Income 


for the year ended December 31, 1978 


Consolidated 
statement of 
Retained Earnings 


for the year ended December 31, 1978 


BP Canada Limited : | oo 


5 of dollars) ; 


Revenue: 
Gross sales and services facuene 
crude oil sales from own production)..... 
Less: 
Federal sales laxeS 2 ta 
Crude oil sales from own production . a 


Net saleS: and Services...) 
Income from investments .......... 04.45. 


Expenses: 
Purchased crude oil, products and 
mercnandise. 2... a 
Operating and administration................. 
Depreciation and amortization ................ 
Depiction. 
Research and mineral exploration costs 


Interest and discount on long term debt.... 


Income before income taxeS ........ccccccceeeeees 


Income taxes (note 5): 
Gurren... 22 ee 


Net income for the year..................000. - 


Net income per common share (dollars) 


BP Canada Limited 


Balance, beginning of the year.. eae a 
Net income forthe year 28, 


Dividends: 


Common shares. 
Preference shares....... See ie : 


Balance, end of the year................ oo : 


See accompanying notes and summary of accounting policies © 


Consolidated 
Statement of 
Changes in 
Financial Position 


for the year ended December 31, 1978 


BP Canada Limited 
; 1977 


_ of dollars) 
Funds derived from: 
» Nevincome forthe year cu. $ 40,290 
Add (deduct) items not resulting in a flow 
of funds in the current year: 
Depreciation, amortization and 
BemeUON 8 a ke. 31,876 
Deferred income taxes.............60.0050 14,400 
Profit on redemption of long term debt. (649) 
OU a ee ee (1,490) 
- Total funds derived from operations.. 84,427 
Proceeds on sale of property, plant and 
COUIDINGNE a a 4,330 
O0G (GN) DOMOWING 250. 1,345 
lesues Of COMMON SNareS oc . 57 
Oe 1,224 
POtal TUNUS GENVEO i ic 91,383 
Funds applied to: — 
Expenditures for property, bank and 
POUIDINCNE he a ns 75,500 
Less: 
Contribution by others (note 1).......... (922) 
Research and mineral exploration 
COSts WEN ON 3 aaa (984) 
73,594 
Repayments of long term debt.................. feet 
Dividends: 9,515 
OIC a a ae, econ — 
HVOtal 1008 apie ce, 90,336 
Increase in working capital ........................ 1,047 
Working capital, beginning of the year ..... 103,959 
Working capital, end of the VOAR es $105,006 


See accompanying notes and summary of accounting policies 
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Consolidated 
Balance Sheet 


December 31, 1978 


BP Canada Limited (Incorporated under the laws of Ontario) 


Assets 


Current: 
Cash and short term investments, at cost 
which approximates market.................. 
Accounts receivable... oi ee 
Inventory, valued at the lower of cost 
aNd Market 


Investments and advances: 
Investments in other companies, at cost... 
Mortgages, loans and other assets ........... 


Total investments and advances . 


Property, plant and equipment, at cost 
less accumulated depreciation,  — 
amortization and depletion (note 1)........... 


On behalf of the board: 


D.F. Mitchell, Director M. Sauvé, Director 


BP Canada Limited 


Notes to 
consolidated 
financial 7 
StateMENtS  sroioration and 


| production. 6. _ | 
December 31, 1975 


Marketing.. = 


1. Property, plant and equipment 


Assets under is 
Capital leases... oe 


*Includes depletion of $117,545,000 


Two companies have agreed to contribute an aggregate of $38,000,000 for an explor- 
ation programme on the Company’s acreage off the coast of Newfoundland to earn 
55% of the Company's interest in that acreage. One of the companies has fulfilled its 
commitment of $25,000,000 and the other has contributed $5,738,000 out of a total of 
$13,000,000. Expenditures incurred subsequent to fulfillment of the companies’ 
respective contributions will be shared with the Company in proportion to the respec- 
tive interests in the lands. 


2. Coal interests — northeastern British Columbia 

In 1977 the Company acquired interests in certain coal licences in northeastern British 
Columbia for a purchase price of $30,000,000, of which $5,000,000 will be paid condi- 
tional upon completion of certain railroad and port facilities to be installed by other 
parties. The Company also has entered into an agreement with BP Canadian Holdings 
Limited, which owns approximately 65% of the issued common shares of the Company, 
under which BP Canadian Holdings Limited was assigned a 50% working interest in the 
Company's interest in the property, and undertook to pay one-half of the acquisition and 
development costs. Under this agreement, the Company will initially contribute 100% 
of such costs until one-half of the estimated total costs has been incurred, thereafter, 
BP Canadian Holdings Limited will pay their half of such project costs. 

During 1978 the Company expended $5,960,000 on exploration, equipment, studies 
relating to the development of the property and on administrative costs. The plan to 
bring the property into production is now in the final stages of preparation. This plan 
envisages a start-up in 1981, with production reaching one million tons per annum in 
1983 at a total estimated further cost of $75,000,000. If this plan is approved it is esti- 
mated that the cost to be incurred by the Company in 1979 will be approximately 
$16,000,000. 


BP Canada Limited 


1977 


3. Long term debt _ 


o of dollars) 
BP Canada Limited 
6% Sterling loan maturing in 1983 
($4,288,000 at 1978 year end 
“exchange. Ce 7 S. 5,361 
734% U.S. dollar Series A debentures, 
maturing February 15, 1993 
($26,098,000 at 1978 yearend © oy 
exchange lai) es. 21,906 
84% Series B debentures, Teg : 


i 15, es ae Loa. : 22,000 
Subsidiary of BP Canada Limited: 
BP Oil Limited — 
5%% first mortgage sinking fund bonds — 
Series A, maturing March 15, 1979. 4,048 
5%% sinking fund debentures Series A, 
maturing October 1, 1986.................. 19,303 
Obligations under capital leases... 4,729 
Mortgage loans payable... ees 394 
Subsidiary of BP Oil Limited: 
BP Exploration Canada Limited — 
Oth ee: cos ee as s _ 
: : ee 77,741 
Less current maturities included in 
current liabilities Co ee eae Peers 2,153 
2 $75,588 


Total future minimum lease payments under capital leases extending over various peri- 
ods to 1997 amount to $6,414,000 of which $1,761,000 represents interest at 
incremental borrowing rates ranging from 6% to 9%. 


Repayment and sinking fund requirements, excluding obligations under capital leases, 
during the four years subsequent to December 31, 1979 are as follows: 


1980 — $2,054,000 | 1982 — $4,450,000 
1981 — $4, 039, 000 1983 — $4,503,000 
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4. Capital stock 


Authorized: 
oe 410. 5% cumulative redeemable sinking fun 
preference shares of $100 par value 
each redeemable for $103 or at par 
for rd fund aoe of 912 in 


Issued: oe ee 
if, 410 5% cumulative sdestmane sane fund 
_ preference shares (11,912 in 1977) . 


ai, 127,523.8 ~common shares (21,01 6,023.8 in 19 


At December Si, 1978 opnore were outstanding i. officers ande ployees 
chase 185,500 common shares at a price of $11.47% exercisable annually to 
1980 and to purchase 48,000 common shares at a price of $13.05 «¢ bl 
annually from June 20, 1979, to June 19, 1983. During the yy ° 
shares were exercised. 
The Company redeemed for cash 502 preference shares during 19 
to year end the Company has given notice that it will redeem on Marc 
the remaining outstanding pelo eice shares for >» 03 a ‘share Pp 
dends to that date. 


5. Income taxes 
Deferred income taxes result from timing differences in recognitio 
expenses for income tax and financial statement purposes. The s¢ 
ences and the tax effect of each were as follows: 


Capital cost allowance claimed for 
income tax purposes in excess of - 
depreciation and amortization... 

Depletion allowance claimed for income 
tax purposes in excess of that claimed — 
for accounting purposes soee oe 

OMe. ee ee i 


Total income tax expense was 27. 850,000 in 1978 and $31, 900, 000 in 197 
tive rates of 43% and 44% on income before income taxes respectively. Such cor 
tax expense varies from the amounts that would be computed by applying the 
dian federal and provincial income tax rates of 47% and 46% to income Bo 
taxes for the following reasons: 


ofdoliars) 


Computed income tax expense.............. $33,315 


Increase (decrease) in income taxes” 
resulting from: 


Non-deductible royalties, mineral 
taxes and other expense, less fed- 
eral resource allowance and provin = cS 
Clalfepales: 6 sa a a. ~— 4,296 6 


Income tax depletion 0,0 a8. (3,870) (5) 
Inventory SIlOWANCE oa, _ (1,439) - i) 


Other. = 8 (402) 4 ay 


income tax expense. ca 8 $31,900 44 


Auditors’ Report 


6. Change in Accounting practice 

In 1978 the Company adopted the recommendation of the Canadian Institute of Char- 
tered Accountants related to accounting for leases. Net investment in assets under 
capital leases and related obligations of $4,653,000 at December 31, 1978 
($4,729,000 at December 31, 1977) have been recorded in the accounts. This change 
has been applied retroactively although the prior year’s net income and retained earn- 
ings have not been restated since the effect on that year and the accumulated effect to 
January 1, 1977 are not significant. 


7. Pension plans 
Based on the latest actuarial valuation of the pension plans as at December 31, 1977 
all liabilities were fully funded by assets held by the trustees. 


8. Other information 
The aggregate direct remuneration of the directors and senior officers of the Company 
was $799,000 in 1978. 

The principal operating subsidiaries of the Company are BP Oil Limited and BP 
Exploration Canada Limited. 

Total rentals under operating leases expiring more than three years after the year 
end amounted to approximately $22,000,000 of which $2,000,000 is payable in 1979. 


9. Anti-inflation program 

Under the Anti-inflation legislation the Company was required to comply with controls 
on prices and profit margins to December 31, 1978 (other than those in respect of 
crude oil and natural gas which are controlled under the Petroleum Administration 
Act), and on employee compensation to various dates ended on December 31, 1978. 


10. Statement presentation 
The 1977 comparative figures have been restated to conform to the presentation 
adopted in the current year. 


To the Shareholders of BP Canada Limited: 

We have examined the consolidated balance sheet of BP Canada Limited as at 
December 31, 1978 and the consolidated statements of income, retained earnings and 
changes in financial position for the year then ended. Our examination was made in 
accordance with generally accepted auditing standards, and accordingly included 
such tests and other procedures as we considered necessary in the circumstances. 

In our opinion, these consolidated financial statements present fairly the financial 
position of the company as at December 31, 1978 and the results of its operations and 
the changes in its financial position for the year then ended in accordance with gener- 
ally accepted accounting principles applied on a basis consistent with that of the pre- 
ceding year after giving retroactive effect to the change in accounting practice relat- 
ing to capital leases. 


Montreal, Canada, 


February 26, 1979. Chartered Accountants 
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Five year operating 
summary 


(barrels per calendar day except 
natural gas) 


Five year financial 
summary 


(dollars in thousands except 
per share amounts) 


BP Canada Limited 


4978 1977 
Refined product sales......... 10/ 552 
Crude oil processed at 
retinerieS:... 127 (23 
Gross sales of crude oil 
and natural gas liquids .... 2e 128 
Gross sales of natural gas 
(thousands of cubic feet 
DEL CAY) 109 122,685 
BP Canada Limited 
oe 1977 
Balance sheet | 
Current assets ............. 3. «6$246,292 
Current liabilities 141,286 
Working Capital ...3....04. 105,006 
Investments and 
advances 8,428 
Property, plant and 
equipment-net ............. 403,455 
Capital employed ............ 516,889 
Deduct: Long term debt... 15,988 
Deferred 
income taxes... 77,400 
Shareholders’ equity ....... 363,901 
Per common share ...... $170:26 
Income 
Net revenue ................5 653,974 
EXpenses.. a es 581,784 
Income before income 
1aXG6 72,190 
Income taxes 52: 31,900 
Net income for the year... § $ 40,290 
Total funds derived from 
operations ..................... $ 84,427 
Per common share 
Net income for the year... $1.91 
Dividends paid............... $ .44 


1976 
109,529 
128,246 

21,349 


104,926 


1976 


$210,673 
106,714 


103,959 
9,980 


364,108 


478,047 
81,951 


63,000 


333,096 
$15.80 


560,062 
505,950 


54,112 


22.000 
'§ 32112 


$ 65,447 


$1.53 
$ .40 


1975 
104,310 
121,693 

22,827 


100,945 


1975 


$212,083 
102,875 


109,208 
10,584 


334,726 


454,518 
88,594 


56,100 


309,824 
$14.68 


493,149 
438,869 


54,280 


23,800 
$ 30,480 


$ 65,679 


$1.45 
$ .38 


1974 
97,164 
106,921 
28,492 


101,043 


1974 


$222 123 
129,895 


92,828 
15,206 


322,038 


430,072 
99,019 


43,200 


287,853 
$13.63 


414,550 
343,576 


70,974 


31,400 
$ 39,574 


$ 81,453 


$1.88 
$ .23% 
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R.W. Adam — London, England 
A Managing Director, 
The British Petroleum Company Limited 


Sir Eric Drake, C.B.E. —London, 
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